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CERTIFIED_MAILL

Oear Applicanc:

We have considerad younr applicacion tor tax-exempt status under
s@crtion 501(a){3) ot the Interns] Revanue Code.

Thae avidence presentad disclosed that you were incorporacad on
D - hc Scove or IS

The specitic and primary purpose tor which thisg corporacion ia
tormed is to provide help snd sssiscance o designated

chitdren's charitias which shall pe decarmined by the

directors. To serve this goal, cthe caorporation na3y, markec,
solicit, snd sell brand name sweatrs, acthletic apparel, and othenr
praducts shd services via madi order, or In any orher manner
parmitted by law and may solieit and engage In ail promacional

and tundraising activities on behalt of the designated
charities.

Tha evidence submittad with your applicacion 1023 indicates cthat

Inc was areated wo privide tunds to three
daesignated children chanrities in the B --=. Funds providaad
by wouwld be raised hy selling., via mail ardap
cataing, comtorvabla clothing such as sweat hRants, T-ghircs,
shorcs and other arcicliesa. Items would bhe purchased st

whotlesale (distribucanr prining) and sold at a price lower than
retail stores.

| selactad those srricles ot alothing tor sale

becausa they have the hroadast targetr audienca. Maiil order
sales was salected because ot the conveniancae and low overhead.




in n wemo daced . -2 organtizavion stacad chat At
would sell sweat ciothes throuan [HHIININGNG c:c3!0gs and nhot
through the charities c3talogs. It also stated that thare wouid
be no loges othar than what is puirchased trom the ¢ laching
manutsceurer, i.o. [N - he ides 15 To sell
what customars can purchsse in the depsrtment stores, chrough
the organizacion 's cstslog at reduced rste, hot with the
organizacion's and charities’ togos .

In addicion, you statved that mail order was selected as the
method tar marketing in ordar to otter the consumanr an
opportunity to purchase tha Same Jtems avaitable in department
stores at a lower price. GG - ot n comperitvion
with ochar cataloy companias but is in compaticion with
departmant stores.

Secrion 501{c){3) ot the Code provides, in paru, tor the
exemption trom Federal incnme tax of organizations orgsnized and
cparated exc lusively tor charitabie, religinua, scientitic opr’
aeducatciona i purposes, NO part of the net aarnings ot which
inuras to the benetit ot any private sharaholdenr o individual.

In order tvo dquality undar IRC S31(e)(3), an organTzation mulRt ha
hoch “organized” and “aperated” exclusivaly tor ohe or more
purposes specitied 1n that section. I+ the organizatvion ftadils
to meet either the organizationa! test on che operational nast,
it s not exempr. (Regs. 1.501{c)(3)~1(a3(1)). The
organizational test relates vo the nrules tor governing an
organization and the purposes stacad In Tts articles of
organization. Thae operationai tast ralates to the
organizacion's activities.

Section 1.501(a)(3)=-1{c){1) ot tha Regulations states chat i+t
more than an insubstantial parc ot an organhizacvion's activities
4 not dn furcharance ot exempt purhoses, the organization will
hot be regarded as exewmpt.

Section 502 ot the Code provides that an organizacion aperated
tor che primanry purpose ot cartying oh a trade or business
ror-protit ahall not be exempt trom taxstion undenr saction 501
on tha ground that sil of irs protits sre payable to one or morea
organizations exempt trom caxation under gsection 501,

Section 1.502-1{(3) of the Income Tax Regulationsa proviges in
eftect that tor the purposes ot section 502 as appliaed to
organizations described in sSeRction S01(c)(3) in determining the
primary purpose tor which an organizstion is oparated,
considaration is to be given to the relstive size and extent of
cha trade or business aactivities ot the organization ahd to
whachar it has any signitieant charitable aativities other than
tha required psyment af all ot its profic ovar to one or more

athar charivable organizations that are axampt under secrtion
S01{(c{3).




If Acas principsi dincome progducing acrivicy is the conduct ot
crada or businsgss snd 1t has no signiricant charitable scrivicy
othar than required payment ot all of ice protits to one or mora
charitable orgsnizacions axemdt under sectcion S01{c){3), it s
deamad to be operated tor the primary purpose ot carrying on a
trade or business tar protit within the maaning ot section S02.

Ravenue Ruling 73-164 1371-1 C.B. 223, denied exemption to a
commercial princing business since ite aniy basis tor qualitying
was that Hts praotits were required ta be paid ro a churah.

Since the organization hsd no othenr sighiticant charitable
activity ang igs income producing activity ‘s the conduct ot 3
trade or businass, it was held that aexemptrion under S501{a){3)
was prec luded by ressobh oV gsection S0Q2.

Similar o the orgsnization described In revenuae Ruling 73-164,
your organization's only pasis tor guslitying tor exemption
under seation S01¢(c)(3) is to provide tundg to three desighsted
childrens charities. Thesa funds derived from income producing
acrivity of selling s line of clothes via mail onrder catslog
wnich is the conduct of a trade or business.

Accordingly, we conc lude that you do not maat the reguirementcs
tor axaembdt status undenr saeation S01¢({c){(3) ot the Code and
propose to deny your requast tor exemption under thst gection.

Wa have also determined that you fail to quality vor exXempt

atatus uhder any othar subsection of IRC 501c).

vYau are redquired to tile & ctaxab le recurn Form 1120 or 1041 with
the Oistrict Director ot Internal!l Rawanue Sevrvice. Plaase send
the return te the lnternal KRevenue 3Sanrvice, P.0. Box 18680,
Geners| Post Oftdice, Brookiyn, NY 202,

Contriburions made to you sire not daeductiblie by the donors ss
charicable contributions 3ss datinad 4n section 1%10(c) ot the
Code.

¢
It you do not agree with thig detarmination, you may PRguest &
Conterence with the Regional Diragtor of Appeals by protesting
in accordance with the enclosed instructions wichin 30 days.

Protaeata submitted which doa not contain all the documentation
stated in the Hdnstructions will be revurned tor completion.

1+ we da not hear Trom you within that cime this determination
will bha considered frinal and the appropriace State Otticials
wilt be notvitvied.
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racast this proposed datarmination in oa timely
mann@r, Jt will be considered by the Internatl Revenue Service as
a +a1iilure to exhaust avaiisbie administrative remedies. Seaction
742S¢b)(2) ot tha Intarhal Revenue Code provides +in part that "A
decisrsrory Jjudgmaent or decree under this section shal! nat be
issued +in any proceegding unless cha Tax Court, the Claims Court,
or the biscrict Court ot Tha UUnicaed States tor the DBistpict ot
Coluwbia detarmines that the organization Jnvolved has axhausted
adminiscracivae ramedies avadlahta to it within the Internal

Revenua Sarvice.”

it you Jdo not p

Sincearel

Enc tosure: Publicacion BR]2




